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Abstract 
 
Objective This empirical research is conducted with the main purpose to determine the 
determinant factor of the price of gold in Indonesia. The aim is intended to assess the 
significant determinants, and whether gold can be used as a long run hedge against 
inflation in Indonesia. 
 
Method To fulfill the objective, the samples of gold price are taken from the Jakarta 
Futures Exchange (JFX), for gold product with one-month maturity contract. The sample 
takes weekly price of gold data. The total sample used is 513 weekly gold price. The 
data is analyzed using cointegration regression, VAR, and VECM. 
 
 
Result The research shows the evidence that gold traded in the futures exchange cannot 
be used as a long run hedge against inflation in Indonesia. Furthermore, among all the 
variables used in this research, only beta of gold shows significance in determining the 
price of gold in Indonesia. 
 
 
Conclusion Gold does not act as a long run inflation hedge in Indonesia. Inflation is 
positively related with the price of gold, but produce insignificant result. Strengthening 
IDR against USD, beta of gold, and Brent oil price is negatively related with the price of 
gold. 
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